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This Diploma Project, with the purpose to study the applications of real 
option in corporate operation decision-making process, is on the theoretical 
and demonstrative bases. A live case is introduced in this Project to study a 
company’s options to invest, to mothball, to reactivate or to abandon in the 
face of the external uncertainties. 
This Project contains 4 parts, viz. 9 chapters. Part 1, covering Chpter 1 
and Chapter 2, sketchs out the terminology, the case study purpose, the 
analysis framework and the technical roadmap. Part 2 is from Chapter 3 to 
Chapter 5, introducing some classical therories and useful models that are to 
be employed in the case study thereafter. In the Part 3, this Project launchs a 
case on a soybean processor and its operation decision-making system, 
attempting to find out how the real option is applied in a company’s operation 
plan. This part covers Chpter 6, 7 and 8. In the final part, viz. Chapter 9, this 
Project focuses on the external and internal environments and resources for a 
company to support the implementation of the real option. 
From the technical perspective, this Project employs PDE methods and 
simulation methods to work out the decision-making trigger thresholds. Some 
byproducts, such as the flow chart for the data analysis and the flow chart for 
real option valuation model, are harvested together with the progress of the 
study. A computer program is also initiated to work out the numerical solution 
based on the binomial tree model and the simulation procedure. 
As a conclusion, this Project points out - when facing the continual 
uncertainties, a company should give up the traditional decision-making 
principle based on the static expectations, but build up the vision of dynamic 
rational expection, and then put it into practice by establishing the relevant 
decision-making mechanism and the execution framework. In this procedure, 
an effective valuation methord can convert the real option from the conceptual 
ideas into the exercisable operating actions. To some extent, this project only 
initiates the pilot study on the captioned topic. 
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